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THE UNDER SECRETARY OF DEFENSE

30 1 0 DEFENSE PENTAGON
WASHINGTON, D.C. 20301-3010

JUN 3 1996

ACQUISITION AND
TECHNOLOGY

MEMORANDUM FCR SECRETAR ES OF THE M LI TARY DEPARTMENTS
CHAI RVAN OF THE JO NT CH EFS OF STAFF
UNDER SECRETARY CF DEFENSE ( COVPTROLLER)
UNDER SECRETARY CF DEFENSE ( PCLI CY)

DI RECTCR, DEFENSE RESEARCH AND
ENG NEER NG
ASS| STANT SECRETAR ES OF DEFENSE
GENERAL COUNSEL OF THE DEPARTMENT CF
DEFENSE
| NSPECTOR GENERAL OF THE DEPARTMENT CF
DEFENSE
DI RECTCR, CPERATI CNAL TEST AND EVALUATI CN
ASS| STANTS TO THE SECRETARY OF DEFENSE
DI RECTCR, ADM N STRATI CN AND MANAGEMENT
Dl RECTCRS OF THE DEFENSE AGENG ES

SUBJECT: Preference for Environmental Protection Agency
(EPA) Quideline Itens

Executive O der 12873 and Section 6002 of the
Resour ce Conservation and Recovery Act (42 USC 6962)
requi re Federal agencies to establish preference prograns
for all designated EPA guideline itens purchased. Under
Secretary of Defense (Acquisition & Technol ogy)
menor andum "Preference for Environnental Protection
Agency (EPA) Quideline Itens," dated August 25, 1994,
establ i shed a DoD preference programfor the first five
EPA guideline itens, and established a policy that
requi res 100 percent of DoD purchases of designated itens
nmeet or exceed the EPA guideline standards. The only
exception to the preference for the purchase of guideline
itens requires a witten justification that cites at |east
one of the follow ng conditions:

- the product is not avail able conpetitively w thin
a reasonabl e tinme frane;



- the product does not neet appropriate perfornance
standards; or

- the product is only avail able at an unreasonabl e
price.

On May 1, 1995, EPA designated an additional nineteen
guideline itens (attached). Executive Order 12873
requires that federal agencies revise their preference
prograns to include newy designated itens within one year
of their designation by EPA. Accordingly, effective the
date of this nenmorandum DoD s preference programis
revised to include the additional nineteen EPA guideline
I tens.

The Departnent of Defense continues to strongly
support the use of quality products nade with recycl ed
content. Qur support of quality products nade with
recycled materials will denonstrate a conmtnent to
creating new nmarkets for environnmental ly preferable
products, and hel p achi eve DoD s environnental security
goals. Please comunicate this information on the
addi tional EPA guideline itens to both your requirenents
generating and your procuring activities.

I'1sl]

R Noel Longuenare

At t achnent



Cat egori es

Vehi cul ar Products

Construction Products

Transportati on Products

Park and Recreation Products

Landscapi ng Products

Non- paper O fice Products

Paper and Paper Products

At t achnment
Desi gnated |tens

Engi ne Cool ant s
*Retread tires
*Re-refined |ubricating oil

Structural Fi berboard

Lam nat ed Paper board

Car pet

Fl oor Tiles

Pati o Bl ocks

Cenent and Concrete
Cont ai ni ng G anul at ed Bl ast
Fur nace Sl ag

*Cement containing fly ash

*Bui | di ng i nsul ation products

Traffic Cones
Traffic Barricades

Pl ayground Surfaces
Runni ng Tracks

Hydraul i ¢ Mul ch
Yard Tri mm ngs Conpost

O fice Recycling Containers
O fice Waste Receptacl es

Pl astic Desktop Accessories
Toner Cartridges

Bi nder s

Pl astic Trash Bags

*Paper and paper products

*Consolidated from previously issues guidelines

Additional information on the designated items is contained in EPA’s Environmental Fact Sheet, "EPA Issues Comprehensive
Procurement Guideline.” April, 1995, EPA530-F-95-010, or by calling EPA's RCRA Hotline at 1-800-424-9346.




CFFl CE OF THE UNDER SECRETARY O DEFENSE

3000 DEFENSE PENTAGON
WASH NGTON DC 20301- 3000

ACQU SI TI ON AND
TECHNOLOGY 26 NOV 1996

MEMORANDUM FCR ASSI STANT SECRETARY OF THE ARW
(1 NSTALLATI ONS, LOd STI CS & ENVI RONMVENT)
ASS|I STANT SECRETARY OF THE ARW
( RESEARCH, DEVELCPMENT & ACQU SITIQON)
ASS|I STANT SECRETARY CF THE NAVY
(1 NSTALLATI ONS & ENVI RONVENT)
ASS|I STANT SECRETARY COF THE NAVY
( RESEARCH, DEVELCPMENT & ACQU SI TION)
ASS|I STANT SECRETARY OF THE Al R FORCE
( MANPONER, RESERVE AFFAI RS, | NSTALLATI ONS
& ENVI RONVENT)
ASS|I STANT SECRETARY OF THE Al R FORCE
(ACQU SI TI ON)
D RECTORS OF THE DEFENSE AGENC ES

SUBJECT: Use of Re-Refined Admnistrative Service Mtor Al
(Principally for Light-Duty, Gasoline Engi nes)

Section 6002 of the Resource Conservation and
Recovery Act (RCRA) and Executive Oder 12873, "Federal
Acqui sition, Recycling, and Waste Prevention," require
federal agencies to purchase itens designated by the
Environnental Protection Agency (EPA) that are or can be
produced using recovered materials. The Under Secretary
of Defense (Acquisition & Technol ogy), in a nenorandum
dat ed August 25, 1994, established DoD policy, applicable
to requirenents generating and procuring activities, that
requi res purchase of recovered content itens designated by
t he EPA whenever they neet perfornance requirenents, are
reasonably priced, and are conpetitively available wthin
a reasonabl e period of tine.

Thi s menor andum provi des specific requirenments for
the use and purchase of rerefined 10M80 admnistrative
service nmotor oil (principally for light-duty, gasoline
engines). Re-refined notor oil is one of the itens
currently designated by the EPA W are pleased to
announce that the Defense Logistics Agency (DLA) recently
awarded a contract for re-refined 1080 admni strative
service notor oil. The oil is price conpetitive with
virgin notor oil, and neets Amrerican Petroleumlinstitute



Performance Standard SH (1994 Gasol i ne Engi ne VWarranty

Mai nt enance Service) and the Anerican Autonobile
Manuf act urers Associ ation requirenments for use in gasoline
engi ne servi ce.

Military Department and Defense Agencies having administrative fleets shall
purchase re-refined motor oil from the DLA contract for all their 20W30
administrative service motor oil requirements, unless one of the exceptions
(performance, price, timely availability) mentioned in the USD(A&T) policy
memorandum applies. DLA shall fill orders for 10W30 administrative service motor
oil from the re-refined motor oil contract, unless the order is accompanied by a
written approval and determination explaining why re-refined motor oil cannot be
used. In the event re-refined oil stocks are exhausted, DLA will fill re-refined oil
requisitions with virgin oil.

The Department’s support of quality products made with recycled materials will
demonstrate its commitment to creating new markets for environmentally preferable
products, and help achieve DoD's environmental security goals. We request that you
disseminate this memorandum to your requirements generating activities, procurement
activities, and logistics and environmental offices. Further details concerning DLA's
re-refined motor oil contract can be obtained from Ms. Robin Champ of Defense Supply
Center Richmond at (800) 352-2852.

11sl] 11sl]
Sherri W. Goodman John Phillips
Deputy Under Secretary of Defense Deputy Under Secretary of Defense

(Environmental Security) (Logistics)



OFFICE OF THE UNDER SECRETARY OF DEFENSE

3000 DEFENSE PENTAGON
WASHINGTON DC 20301-3000

ACQUISITION AND Jan 30, 1997

TECHNOLOGY

DP/ CPA
MEMCRANDUM FCR DI STR BUTI ON

SUBJECT: California and Arizona Legislative Initiatives on
Medi cal Use of Controlled Substances

(On January 13, 1997, the Secretary of Defense issued a
nmenor andum setting forth the Departnent's policies
concerning the California and Arizona initiatives
aut hori zi ng physici ans, under certain circunstances, to
prescribe controlled substances. He stated that al
policies concerning DoD civilian contractors renmain in ful
force and effect, and that DoD renmains coomtted to a Drug
Free Workpl ace.

In order to ensure that our contractors fully understand
our position on this matter, contracting and grant officers
shall remnd contractors and grantees (a) of their
responsi bilities under the Drug Free Wrkpl ace Act and the
DoD Drug Free Wrkforce Rule (if applicable); (b) that any
use of marijuana or other Schedule | controlled substance
remains a prohibited activity; and (c) that failure to
conply with these provisions may result in termnation of
the contract or grant as well as suspension or debar nment
fromfuture federal governnent contracts and grants.

[1sl]
El eanor R Spector
D rector, Defense Procurenent

At t achnent

D STR BUTI O\



Deputy D rector, Procurenent Policy, ASA(RD&A)/ SARD PP
Deputy for Acquisition and Busi ness Managenent, ASN
( RD&A) / ABM
Deputy Assistant Secretary of the Air Force (Contracting),
SAF/ AQ
D rector, Advanced Research Projects Agency
Drector, Ballistic Mssile Defense Organization
D rector, Defense Conm ssary Agency
D rector, Defense Finance and Accounting Service
D rector, Defense Information Systens Agency
D rector, Defense Intelligence Agency
Deputy D rector (Procurenent), Defense Logistics Agency
D rector, Defense Special VWeapons Agency
Drector, National Inmagery and Mappi hg Agency
Drector, National Security Agency
Drector, n-Site Inspection Agency/ AM
Drector, Ballistic Mssile Defense O ganization
Commander in Chief, Special (perations Comrand
D rector, Defense Evaluation Support Activity
Director, DoD Education Activity
Drector, Ofice of CHAWPUS
Presi dent , USUHS
D rector, WAshington Headquarters Service



THE SECRETARY OF DEFENSE
WASHINGTCN. DC 20301-1000

13 JAN 1997

MEMCRANDUM FCOR SECRETARI ES OF THE M LI TARY DEPARTMENTS
CHAI RMAN G- THE JAO NT CH EFS OF STAFF
UNDER SECRETARI ES OF DEFENSE
D RECTOR DEFENSE RESEARCH AND ENG NEERI NG
ASSI STANT SECRETARI ES OF DEFENSE
GENERAL COUNSEL OF THE DEPARTMENT OF DEFENSE
| NSPECTCR GENERAL OF THE DEPARTMENT CF DEFENSE
D RECTOR  OPERATI ONAL TEST AND EVALUATI ON
ASSI STANTS TO THE SECRETARY O DEFENSE
D RECTOR ADM N STRATI ON AND VANAGEMENT
D RECTORS OF THE DEFENSE AGENC ES

SUBJECT: California and Arizona Le gislative Initiatives on
Medi cal Use of Controlled Substances

California and Arizona recently adopted initiatives

aut hori zi ng Physi cians under certain circunstances to
recommend or prescribe controlled substances for purported
medi cal purposes. | wish toremnd all Active, Reserve, and
National Quard personnel that the California and Arizona | ans
do not change the basic policy or |aw governing DoD personnel :
control | ed substances renain proscri bed by the Uniform Code of
Mlitarv Justice. Violators of any of the UCM provisions
relatino to controll ed substances renmain subject to
prosecution or admnistrative sanctions.

Simlarly, the two initiatives do not alter the fact that DoD
is a drug-free organi zation, and current policies governing

the Departnent's civilian enployees and its civilian
contractors remain in force.

I'1sl]

WlliamJ. Perry



OFFICE OF THE UNDER SECRETARY OF DEFENSE

3000 DEFENSE PENTAGON
WASHINGTON DC 20301-3000

January 31, 1997

ACQUISITION AND
TECHNOLOGY

DP/ CPA
MEMCRANDUM FCR DI STR BUTI ON

SUBJECT: Enpl oynent Reports on Special D sabled Veterans
and Veterans of the VietnamFEra

In order to inplenent 38 U S C 4212(d), contractors who
recei ve federal contracts greater than $10, 000 are required
to conply with FAR 52.222-37, Enpl oynment Reports on Speci al
D sabl ed Veterans and Veterans of the VietnamEra. This FAR
cl ause nmandates annual reporting of certain statistics, on a
formtitled "Federal Contractor Veterans' Enploynment Report
VETS-100," to the Departnent of Labor.

The FY 1997 DoD Appropriations Act, PL 104-208, section
8118, nandates that all DoD contractors subject to 38 U S. C
4212(d) be notified of the potential penalties resulting
fromfailure to conply with this annual reporting
requirenent (to include contract termnation as well as
suspensi on and debarnent fromfuture governnent contracts).
Pl ease have your contracting officers comunicate to al
contractors receiving contracts in excess of $10,000 the
i nportance of conpliance wth this contract provision.
Questions concerning the content of the VETS 100 report or
on whet her specific contractors have filed the report should
be directed to the VETS 100 Processing Center at 334-242-
2028. For further information about veterans' enpl oyment
enphasi s under Federal contracts, you may contact Ms. E | een
Connors at the office of the Assistant Secretary of Labor
for Veterans' Enpl oynent and Traini ng, 202-219-9110.

I'1sl]

Bl eanor R Spector
D rector, Defense Procurenent



Dl STRI BUTI O\

Deputy D rector, Procurenent Policy, ASA(RD&A)/SARD PP
Deputy for Acquisition and Busi ness Managenent, ASN RD&A)/ ABM
Deputy Assistant Secretary of the Air Force (Contracting),
SAF/ AQ

D rector, Advanced Research Projects Agency

Drector, Ballistic Mssile Defense Organi zati on
Director, Defense Commi ssary Agency

D rector, Defense Finance and Accounting Service

D rector, Defense Infornation Systens Agency

Drector, Defense Intelligence Agency

Deputy Director (Procurenent), Defense Logistics Agency
D rector, Defense Special Wapons Agency

Drector, National |magery and Mappi ng Agency

D rector, National Security Agency

Drector, On-Site Inspection Agency/ AM

Commander in Chief, Special Qperations Comand

D rector, Defense Eval uation Support Activity

D rector, DoD Education Activity

Drector, Ofice of CHAMPUS

Presi dent, USUHS

D rector, Wshington Headquarters Service



OFFICE OF THE UNDER SECRETARY OF DEFENSE

3000 DEFENSE PENTAGON
WASHINGTON, DC 20301-3000

ACQUISITION AND February 10, 1997

TECHNOLOGY

DP/CPF

MEMORANDUM FOR DI RECTCRS OF DEFENSE AGEN ES

DEPUTY FCR ACQU S| TI ON AND BUSI NESS MANAGEMENT,
ASN( RDSA) / ABM

DEPUTY ASSI STANT SECRETARY OF THE Al R FORCE
(CONTRACTI NG,  SAF/ AQC

Dl RECTOR PROCUREMENT PCLI CY, ASA( RD8A) / SARD- PP

DEPUTY DI RECTCR (ACQU SI TIQ\), DEFENSE LOG STI CS
AGENCY

SUBJECT: Central Contractor Registration

Central Contractor Registration (CCR) all ows Federal
Governnent contractors to provi de basic business infornation,
capabilities, and financial information one time to the governmnent.
To nake registration easier, on Qctober 1, 1996, the Departnent of
Def ense (DoD) inplenmented the capability for contractors to
register in the CCR through the Wrld Wde Wb. The CCR Wb site
nmay be accessed at http://ww. acq.osd. ml/ec. Registration can al so
be acconplished via dial up nodem at 614-692-6788 (User I D ccrpub;
Password: pub2ccri), or through any DoD Certified Val ue Added
Network. Additionally, a paper formfor registration may be
obtai ned fromthe DoD E ectronic Commerce Information Center at 1-
800- 334-3414. [Note: Conpanies that do not w sh to conduct
el ectronic commerce with the Federal Governnent at this tinme can
reduce the amount of information they nust provide by answering
"no" to the question "Are you H ectronic Data |Interchange capabl e?]

DoD woul d now like to use the CCRto conply with the recently
enacted Debt Collection Inprovenent Act of 1996, which requires
Federal agencies to have the Taxpayer Ildentification Nunber (TIN)
of every contractor and to pay every contractor through el ectronic
funds transfer. Having the necessary contractor information
centrally available through the CCR where it can be accessed by
bot h contracting and paynent offices will greatly enhance DoD s
ability to conply with the law Additionally, contractors wll
have to provide this information only once and update it annually
and as key conpany informati on changes, rather than providing it in
response to every solicitation.



Therefore, | am proposing regulations requiring that, for
awards resulting fromsolicitations issued after Septenber 30,
1997, the contractor nust be registered in the CCR or the contract
cannot be awarded. This requirenent will apply to all
solicitations and awards, regardl ess of the nedi a used: paper,
oral, fax, electronic, etc. The only exceptions will be for
purchases nade with the Governnmentw de conmercial purchase card,
contracting officers located outside the U S., classified
contracts, and contracts executed to support contingency or
ener gency operati ons.

The purpose of this menmorandumis to informyou that changes
to the DoD Federal Acquisition Regulation Suppl enent are in process
to inplement this requirement. A proposed rule will be issued
shortly for public comrent. Although the final rule may change
sonmewhat based on the cooments received, | believe it woul d be
hel pful for contractors to learn of this requirenent as soon as
possi bl e. The Defense Finance and Accounting Service wll include
a notice about the new requirenent in remttance advice furnished
to contractors and on its Wrld Wde Wb site. | ask that you take
what ever actions you can to informcontractors of the new
requi renment, such as by attaching a copy of this meno to newy
i ssued solicitations.

I'1sl]

El eanor R Spector
D rector, Defense Procurenent

cc: DSMC, Ft. Belvoir



OFFICE OF THE UNDER SECRETARY OF DEFENSE

3000 DEFENSE PENTAGON
WASHINGTON, DC 20301-3000

ACQUISITION AND

TECHNOLOGY MARCH 20, 1997

DP/ CPA
MEMORANDUM FOR DEPUTY ASA ( PROCUREMENT), SARD- ZP
DEPUTY FCR ACQU S| TI ON AND BUSI NESS MANAGEMENT,
ASN( RDSA) / ABM
DEPUTY ASST SECRETARY CF THE Al R FORCE
(CONTRACTI NG, SAF/ AQC
COMMVANDER, DEFENSE CONTRACT MANAGEMENT COMMAND
EXECUTI VE DI RECTCR ( PROCUREMENT), DEFENSE
LOG STI CS AGENCY

SUBJECT: Performance Eval uation of Contracting Cficers

Section 7105(e)(5) (G of the Federal Acquisition
Streamining Act, codified at 10 U S.C 2323(e)(5) (G,
requires that one factor to be used in evaluating the
performance of a contracting officer be the ability of the
contracting officer to increase contract awards to snall
busi ness concerns owned and controlled by socially and
econom cal | y di sadvantaged i ndividuals, historically black
coll eges and universities, and mnority institutions. The
Adm ni strator of the office of Federal Procurenent Policy,
in a nmenorandum dated March 13, 1997, asked for a status
report on how this provision is being inplenented. | have
attached a copy of his nmenorandum Pl ease provide your
comments to Steven Cohen of ny office by March 31, , 1997.
He can be reached by e-mail at scohen@cq.osd.ml|, and by
fax at 614-1254.

I'1sl]

El eanor R Spector
D rector of Defense Procurenent

At t achnent



EXECQUTI VE OFFI CE OF THE PRES| DENT
OFFl CE G MANAGEMENT AND BUDGET
WASH NGTON, D. C. 20503

CFFI CE OF FEDERAL March 13, 1997
PROCUREMENT PCLI CY

MEMORANDUM FCR DI STRI BUTI ON

FRCOM St even Kel ma n
Adm ni strator

SUBJECT: Per f or mance Eval uati ons of Contracting O ficers

Section 7105(e)(5)(G of the Federal Acquisition
Streamining Act, codified at 10 U S. C 2323(e)(5)(g), requires that
one factor to be used in evaluating the performance of a contracting
officer is the ability of the contracting officer to increase contract
awards to small busi ness concerns owned and controlled by socially and
econom cal | y di sadvant aged i ndi vidual s, historically Black coll eges and
uni versities, and mnority institutions. This provision was
specifically directed toward the DCD, NASA and the Coast CQuard.

| woul d appreciate receiving a status report on how your agency
has i npl emented this provision in the performance eval uati ons of your
contracting officers. Please provide your comrents to ne by March 31,
1997. | appreciate your cooperation and attention to this matter.

DI STRI BUTI O\

Ms. H eanor Spector

Director of Defense Procurenent
QUSD(A), Room 3H 44

Department of Defense

Washi ngt on, DC 20301- 3600

M. David J. Litman

Director, Ofice of Acquisition and
G ant Managenent

Department of Transportation

Room 9100

400 Seventh Street, SW

Washi ngt on, DC 20590

Ms. Deidre Lee
Associ ate Adm ni strator

For Procur enent
NASA Headquarters - Code H
300 E Street, SW- Room 425
Washi ngt on, DC 20546



THE SECRETARY O DEFENSE
WASH NGTON, THE DI STRI CT G- COLUMVBI A

2 8 FEB 1997
MEMCRANDUM FOR SECRETARI ES OF THE M LI TARY DEPARTMENTS
SUBJECT: Conpliance Wth Anti-D scrimnati on Regul ations

The Air Force recently settled charges nade by the Ofice of
Boycott Conpliance of the Departnent of Commerce, which charged
that the Air Force, an Air Force officer, the Departnent of
Justice, CAA Inc. - Comrercial and enpl oyees of DoJ and CAC,
viol ated the anti boycott provisions of the Export Adm nistration
Regul ations. The conduct alleged by the Ofice of Boycott

Conpl i ance -- excluding Jews and Jew sh-surnamed personnel from
the provision of support services in Saudi Arabia -- is
intolerable in this Departnment and cannot be allowed to occur in
the future. | ask each of you to reiterate to everyone in your

Departmments the inportance of strict conpliance with anti -
di scrimnation policy and regul ations, and in particular the
anti boycott regul ati ons.

1151

WLLIAM S. PERRY



THE WHITE HOUSE

WASHINGTON

March 4, 1997

MEMORANDUM FOR THE HEADS OF EXECUTIVE DEPARTMENTS AND AGENCIES

SUBJECT: Prohibition on Federal Funding for Cloning of Human Beings

Recent accounts of advances in cloning technology, including the first successful cloning of an adult
sheep, raise important questions. They potentially represent enormous scientific breakthroughs that
could offer benefits in such areas as medicine and agriculture. But the new technology also raises
profound ethical issues, particularly with respect to its possible use to clone humans. That is why last
week | asked our National Bioethics Advisory Commission to thoroughly review the legal and ethical
issues associated with the use of this technology and report back to me in 90 days.

Federal funds should not be used for cloning of human beings. The current restrictions on the use of
Federal funds for research involving human embryos do not fully assure this result. In December
1994, | directed the National Institutes of Health not to fund the creation of human embryos for
research purposes. The Congress extended this prohibition in FY 1996 and FY 1997 appropriations
bills, barring the Department of Health and Human Services from supporting certain human embryo
research. However, these restrictions do not explicitly cover human embryos created for implantation
and do not cover all Federal agencies. | want to make it absolutely clear that no Federal funds will be
used for human cloning. Therefore, | hereby direct that no Federal funds shall be allocated for
cloning of human beings.

11sl]

WILLIAM J. CLINTON



OFFICE OF THE UNDER SECRETARY OF DEFENSE

3000 DEFENSE PENTAGON
WASHINGTON DC 20301-3000

ACQUISITION AND April 10, 1997

TECHNOLOGY

DP (DAR)
In reply refer to
DAR Tracking Number 97-00001

MEMORANDUM FOR DIRECTOR OF DEFENSE AGENCIES

DEPUTY FOR ACQUISITION AND BUSINESS MANAGEMENT,
ASN(RD&-,A)/ABM

DEPUTY ASSISTANT SECRETARY OF THE AIR FORCE
(CONTRACTING), SAF/AQC

ASSISTANT DEPUTY ASSISTANT SECRETARY OF THE ARMY
(PROCUREMENT)/DIRECTOR FOR CONTRACTING

DEPUTY DIRECTOR (ACQUISITION), DEFENSE LOGISTICS
AGENCY

SUBJECT: d ass Devi ation--Val ue Engi neeri ng Change Proposal s

| authorize all mlitary departments and defense agencies to
deviate fromthe requirements of Federal Acquisition Regulation
(FAR 48.001, 48.102, 48.104, 48.201, and the clause at 52.248-1,
Val ue Engi neeri ng, when providing val ue engi neering incentives to
contractors.

FAR 48.001, 48.102, 48.104, and the clause at 52.248-1
provide for a fixed sharing period and fixed sharing and coll atera
savi ngs rates when using val ue engi neering techniques in contracts.
FAR 48. 201 requires the use of the clause at 52.248-1 when
provi ding a val ue engi neering incentive.

This class deviation authorizes contracting officers to use
the attached revised FAR | anguage when adm ni steri ng val ue
engi neering techniques. The revised FAR | anguage changes the
sharing period fromthe current 3 years to a range of 3 to 5 years;
the incentive sharing arrangenent fromthe current fixed rate for
the contractor of 50 percent to a range of 50 to 75 percent; and
the current fixed contractor shared collateral savings rate of 20
percent to a range of 20 to 100 percent. Further, the class
deviation allows contracting officers to use the attached revi sed
52.248-1 cl ause.



This class deviation is approved for a 2-year period ending
March 31, 1999, or until the FAR is revised, whichever occurs
first.

I1sll
El eanor R Spector

Drector, Defense Procurenent

Attachment

Val ue Engi neeri ng Change Proposal s



d ass Devi ation

The foll owi ng changes are nade to the Federal Acquisition
Regul at i on:

PART 48--VALUE ENG NEERI NG

* * k% * *

48. 001 Definitions
* * * * *
"Sharing period," as used in this part, neans the period begi nni ng
with acceptance of the first unit incorporating the VECP and ending at

| the later of (a) 3—Years [the end of a sharing period of 3-5 years set
at the discretion of the contracting officer for each VECP,] after the
first unit affected by the VECP is accepted *oxok

SUBPART 48. 1--PQLI A ES AND PROCEDURES

* * k% * *

48. 102 Pol i ces.
* * * * *
(g) * * * For engineering-devel opnent and |l owrate-initial
production contracts, the future sharing shall be on schedul ed
deliveries equal in nunber to the quantity required over the highest
| 36 [designated nunber of] consecutive nmonths of planned production

based on planni ng or production docunentation at the tinme the VECP is
accepted. [The nunber of nonths shall be established at the discretion
of the contracting officer for each VECP. The range that shall be
used is 36-60 nonths. In determning whether to extend the period
beyond 36 nonths, the contracting officer shall consider the follow ng
and insert supporting rationale in the contract file:

(1) Extent of the change;

(2) Conpl exity of the change;

(3) Devel oprent risk (e.g., contractor's financial

risk);

(4) Devel oprent al cost;

(5) Performance and/or reliability inpact;

(6) Production period remaining at tinme of VECP

accept ance; and
(7) Nunber of units affected.]

* * % * *

48. 104 Sharing Arrangenents

48.104-1 Sharing Acquisition Savings.



(a) Supply or service contracts. * ok ok

I nstant contract Concurrent and
rate future rate
Fi xed-price (other 50/50 +++ 50/50 +++ |
than incentive)
Incentive (fixed-price + 50/50 +++ |
or cost)
Cost - r ei nbur senent 75425 ++++ 75425 +++ |

(ot her t han
i ncentive)++

+ Sane sharing arrangenment As the contractor's profit or fee
adj ustment formul a.

++ I ncl udes cost - pl us-award-fee contracts.

[+++ A rate between 50 and 75 percent set by the contracting officer
for each VECP. See 48.102(g)(l)-(5).

[++++ A rate between 25 and 50 percent set by the contracting officer
for each VECP. See 48.102(g)(l)-(5).]

* * % * *

48.104-2 Sharing col | ateral savings.
* * * * *

(b) The contractor's share of collateral savings is 20—percent [ npy
range from?20 to 100 percent] of the estimated savings to be realized for
each VECP during an average year of use but shall not exceed (1) the
contract's firmfixed-price, target price, target cost, or estinated cost,
at the tine the VECP is accepted, or (2) $100, 000, whichever is greater
[ The contractor's share percentage is determned by the contracting officer
for each VECP.]* * *

PART 52 SCLI A TATI ON PROVI SI ONS AND OONTRACT CLAUSES

52.248-1 Val ue Engi neeri ng.

* * * For engineering-devel opment and | owrate-initial-production
solicitations and contracts, the contracting officer shall nodify
subdi vision (i)(3)(i) and the first sentence under subparagraph (3) of the
definition of acquisition savings by substituting for "the nunber of future

contract units scheduled for delivery during the sharing period," "a nunber
equal to the quantity required over the highest 36 [designated nunber of]
consecutive nmonths of planned production, based on planning or production
docunentation at the time the VECP is accepted. [ The nunber of nonths shal

be established at the discretion of the contracting officer for each VECP.
A range of 36-60 nonths shall be used.]
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* * % * *

VALUE ENG NEER NG (MAR 1989) [ (DEVI ATI ON)]

* * k% * *

(b) Definitions.

* * k% * *

"Sharing period," as used in this clause, neans the period
begi nning with the acceptance of the first unit incorporating the VECP
and ending at the later of (1) 3-vyears [the end of a sharing period of
3-5 years, set at the discretion of the Contracting officer,] after
the first unit affected by the VECP is accepted or (2) the |ast
schedul ed delivery date of an itemaffected by the VECP under this
contract's delivery schedule in effect at the time the VECP is
accepted. [The contracting officer's determ nation of the sharing
period is final and shall not be subject to the D sputes clause or
ot herwi se subject to litigation under 41 U S. C. 601-613.]

* * % * *

() Sharing rates.

I nstant contract Concurrent and
rate future rate
Fi xed- pri ce (ot her 50 +++ 50 +++
than incentive)
Incentive (fixed-price + 50 +++
or cost)
Cost - r ei nbur senent 25 ++++ 25 +++

(ot her than
i ncentive) ++

+ Sane sharing arrangenment As the contractor's profit or fee
adj ustment formul a.

++ | ncl udes cost - pl us-award-fee contracts.

[+++ A rate between 50 and 75 percent set by the Contracting
Oficer for each VECP. This decision is final and shall not be
subject to the Disputes clause or otherw se subject to litigation
under 41 U.S.C. 601-613.

++++ A rate between 25 and 50 percent set by the Contracting
Oficer for each VECP. This decision is final and shall not be
subject to the Disputes clause or otherw se subject to litigation
under 41 U.S.C. 601-613.]

* % k% * *

(1) Collateral savings. |If a VECP is accepted, the instant contract
amount shall be increased, as specified in subparagraph (h)(5) above,



by 20pereent [between 20 and 100 percent, as determ ned by the
Contracting officer,] of any collateral savings determned to be

realized in an typical year of use * ok ok

* * % * *



